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Figure 12.6 Damages Computed by Defendant’s Expert

Jeff Evans' damages
2017 2018 2019 2020 2022 2023 2024 2025
Salary $55.979 | $56,505 | $57217 | $57,847 | $58,483 | $59126 | $59777 | 360434 | 561,099
Minimum 16,744 | 1691 | 17,081 17251 | 17424 | 17598 17,774 | 17,952 18131 | 1,
Wages 3y
Earnings '
Net Wage 39,235 | 39,683 | 40137 | 40595 | 41059 41528 42,003 42,483 | 4298 | |
Loss !
FICA 3,001 3036| 3070 3,06 3141 377 | 3213|3250 3287| 35
Health 5,724 6,067 6,431 6,817 7,226 7,660 8,120 8,607 9123 gq ‘
Insurance ]
Fuel Sale 0 0 0 0 0 0 0 0 0 §
Profits -0
i
Total $47.961 | $48787 | $49,639 | $50,518 | $51,427 | $52,365 | $53,336 | $54,339 | $55378 | $5g 45, ‘
Damages |
Present Value 1.000 1.000 | __0.980 0.961 0942 | _0924 | _0906| _0.888 | _0.871| qgs53
Factor —=223
|
Present Value | $47961 | $48,787 | $48,646 | $48,548 | $48,444 | $48385 | $48322 | $48,253 | $48,234 | $4g15s |
of Damages j
Probability of 1.000 1.000 0.991 0.990 0.989 0.989 0.988 0.987 0.986 | _ 0985
Life Factor ‘
PV.of $47961 | $48,787 | $48193 | $48,065 | $47,930 | $47,838 | $47737 | $47.625 | $47556 | $47417
Damages with 294417
Prob. of Life ‘
Total $479,108 |
Damages J

In summary, if Lakeside County’s expert does not adjust for life expectancy, the present value of tord

damages is $483,735 (Figure 12.5); if she adjusts for life expectancy, the present value of rotal damagesis
$479,108 (Figure 12.6). Thus, the amount of decrease in the estimated economic damages after adjusting
for life expectancy is $4,627. While this amount is relatively small, in disputes where the plaintiffs are
much older and/or the damage amounts are much higher, the probability of life calculation can havea

much larger impact on the present value of the estimated damages.

PERMANENT DISABILITY CASE

The illustration that follows shows many of the issues that may arise in a situation in which the plainciff has
suffered a permanent disability due to a work-related accident. Of course, there are countless variations (0
the possible disputes that may arise from an accident causing economic losses. The severity and length of the
injury;, as well as the cause and nature of the accident, may have a significant impact on the determination
of liability and the measurement of damages. Similarly, the personal, physical, educational, and other char-
acteristics of the person injured play a major role in measuring economic damages in a personal injury €3¢

q 12,101

Case Description
Haley Mills was employed by the C&C Manufacturing Company for 25 years, and was a machine ope

tor who handled a variety of production machines during her tenure with the company. On Januaty =
2020, while operating company equipment that suddenly malfunctioned, she was thrown to the floor 2"
severely injured her back. Ms. Mills did have some back trouble before the accident, but now claims & a
plaintiff in a lawsuit, that her back has been permanently impaired and that she has trouble standing: An
occupational therapist will testify on behalf of the plaintiff that she is permanently disabled and unab®
to work for the rest of her life. Ms. Mills further alleges that her back causes her almost constant P‘Ji““m'
that she is unable to perform many of her household duties that she was able to perform before che inju?>
A forensic accountant is hired by the plaintiff to prepare a report on estimated damages relating o th
job-related injury of Haley Mills. There is considerable debate over the extent of the injuries in this disput®
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and the company’s insurance ¢
though the financial expery pla

ics to Ms. Mills. Al-

arrier . Feie
1eris contesting, the nature and extent of the injur the

\ - . oo celt fspute,
financial expert must use the N \||.\1\ ;nh in the determination of the extent of the injuries ina ;thp impact
5 > Ll o ) S cadical expert! o L iniuries, and t ¢ C
of the injuries on the level of (he pl lil\li:“(”‘,\ assumptions about the extent of the inju
. s dis

. ages. the
role of the accounting expert, then, is 1o

ability, in measuring the amaount o e onomic f‘-”“ s ded
assess the damages based on the medical informanon provics ‘»
was S0 years old, and she has rec ently stared that her ;"”"-l “‘h\ ‘»(r
: disability prechudes her from working again. She also ¢ laims tha
; "‘““l."_“‘ perform houschold duties by about one third. : nic
damames tn this case, T .‘mT\‘n l‘h: |‘\|;nn|li(\|‘,\ expert has prepared two «hedules in support ol thf‘ 'rlntfu.\r‘)_r””-‘
\aintifPs i s risure 12 Zidentifies the present value of the lose carnings and fringe benehts

the p ‘“.‘“‘ﬂ s job, and Figure 12.8 depicts the damages she and her hushand auffered for the loss of her
deraestic (h\nusch‘old) services. The sum of these l.\\' »' e oresents the economic damages she alleges
to have suffered from the ‘\'Ul'li-l'cl;ucd ‘Cdd(‘.m O amounts represents

) ' '

At the time of the injury, Haley Mill
work to the age of 62, ey alleped 1oy |&
her disability has reduced her af .

Based on this inform

Figure 12.7 Damaggs from Lost Earnings and Fringe Benefits
Haley Mills

Lost Earnings 2020 2021 2022 2023 2024 2025 2026 2027 2028 | 2029**

030 |
Wages $45189 | $46,306 | $47,449 | 48,622 $49,823 | $51,053 | $52,314 ¢53,607 | 554,931 $45,030 “‘
Fringe Benefits’ 13,105 13,429 13,760 14100 14,449 14,805 15171 15,546 15,930 13,059 \
Job-Related (7.682) | _(7.872) | _(8,066)

Expenses

(8.266) | (8470) | (8.679) | (8902) | _(9113) (9.338) _Eﬁé)\

\
$53,143 | $54,456 | $55,802 | $57179 | $58,593 | $60,040 $61,523 | $50,434 |

Total Damages | $50,612 | $51,863

Present Value 1.000 0.981 0.962 0.944 0.926 0.908 0.891 0.874 0.857 0.840 \‘
Factor - |

Present Value $50,612 | $50,878 | $51,124

\
$51,406 | $51,673 | $51,919 | $52,206 $52,475 | $52,725 $42,365 |
of Damages ‘

l
Unemployment |  5.95% | _5.95% | _5.95% | _595% | 595% | _595% | _5.95% | _5.95% | _5.95% 5.95% V
Rate 1
\
Present Value 547,601 | $47.850 | $48,082 | $48,348 | 548,508 | $48,8290 | $49100 | $49.353 | $49,588 | 339844 |
of Damages \‘
Adjusted for ‘
Unemployment “
Rate

l
Total Damages | $477193
2020 - 2029

* —The employer's FICA tax contribution is included in the fringe benefits estimate.
" — In 2029, only 80 percent of the annual amounts are entered to reflect for the expected worklife

(see related section to follow).

Damage Calculations for Haley Mills
Lost Earnings

The damage calculation for Haley Mills includes a variety of components: lost earnings and fringe benehits,
job-related expenses, and lost household services. The most obvious component is the loss of carnings
Mills suffered by virtue of the accident and the resulting inability to earn any income. The starting point
for measuring Mills’ lost earnings damages is to evaluate her wages while she was employed ar C&C

Manufacturing Company. Her gross wages for the last five years she worked for the C&C Manutacturing
Company were as follows:

Wages

$40,000
..$40,900
..$41,850
..$42,770
$44,100
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int for determining lost wages Ypicall, .
$44,100 in her last full year of employ IS h,
data, she had wage growth that averageé’m"ﬂt
al average annual increase in wages wigh, 24y
f Labor Statistics from 2014 to 2018, ‘:‘he

{‘\s mentioned previously in this chapter, the starting po
plaintiffs immediate past wage history. Ms. Mills earned
(2019). Also, using the last five years of her employment
percent a year. This wage growth is slightly below the nation
manufacturing business sector as provided by the Bureau o . \
was almost 2.56 percent.® [Note: This 2014 — 2018 yearly range was used since that is the MOSE req,
data published by the Bureau of Labor Statistics.] Since the two calculated wage growth Numberg are "
close, the financial expert witness for Ms. Mills decides to use her actual wage growth per. Centage Sinso
the slighcly lower growth rate most likely reflects her actual employment location. o

The first years (2020) lost wages estimate is $45,189 which is the plaintiffs 2019 wages of $44.1
increased by the average wage growth rate of 2.47 percent. [$45,189 = $44, 100_ x .1'0247] Each SUbsequeno
years estimated wage loss is calculated as the wages of the previous year multiplied by 1.0247, '

Fringe Benefits

Next, the expert must estimate the amount of employee fringe benefits tbat were 'lost as the resy]; of t
plaintiff's inability to work because of the accident. In their book, Efﬂﬂoﬁlf/Hfdomf Damages: The Prm,';
Book for Plaintiff and Defense Attorneys, Brookshire and Smith define fringe benefits as:

that residual part of the total compensation provided by an employer to an employee,
other than such direct elements of compensation as wages, salary, commission, bonys,

overtime, and shift differential payments. Thus, employer COﬂtfibUt.iOIlS to social securiy,
workers’ compensation; unemployment compensation; health, life, and dental ingyr.
ance; private pension plans; and cafeteria-style benefits plans are among the possible
elements of a fringe benefit package. The proper treatment of employer contributiong
to employee fringe benefits, as a major element of lost earning capacity and economic

damages, becomes more important each year.

Brookshire and Smith cite several theoretical bases for including fringe benefits into the calculation,
of economic damages. Included in their list are (1) the “market theory” which states that an employee
has the ability to earn some total package of compensation that includes fringe benefits as a part of the
carnings package; (2) the “replacement theory” which states that an employee who is no longer able ¢
work must “replace” all of the components of his or her wage and benefits package; and (3) the “inter-
changeable nature” of the wages and benefit components (meaning that compensation components are
fundamentally interchangeable with various components moving from wages to benefits and back as the
work compensation package changes).”

A careful review of the fringe benefits provided to Ms. Mills and her fellow employees by C&C
Manufacturing Company under the union contract suggests that the benefits average about 29 percent
of wages. The exact amount of fringe benefits as a percentage of wages is, of course, difficult to compute.
Some benefits are fixed dollar amounts per person and because some employees earn more than others,
the percentage of wages for those benefit items varies with each employee’s earnings. Additionally, as wages
rise and as various employee benefits and benefit amounts change, employee benefits as a percentage of
wages changes as well. Nonetheless, the expert believes that the actual fringe benefit package for employees
in Ms. Mills’ work class average in the range of 28-32 percent of wages. Therefore, the plaintiffs expert
believes the 29 percent fringe benefit amount is fairly conservative.

If the expert believes thar the employee benefits data for the plaintifPs company accurately reflect the
correct amount of fringe benefits received by the plaintiff while she was working, then those amounts
should be used in the calculation of the economic damages in the case. If, however, there is some question
about the benefit amounts, it may be logical to use national average statistics for the type of business at
which the plaintiff was employed. For example, the U.S. Census Bureau, Statistical Abstract of the United
States: 2012, contains Table 643, which is the “Annual Total Compensation and Wages and Salary Accruals
Per Full-Time Equivalent Employees by Industry” for “private industry, manufacturing.” That table shows

total annual compensation for 2009 to be $74,477.% The Abstract also shows 2009 annual wages and salary
of $57,374. Dividing total compensation by wages and salary yields a value of 1.30 ($74,477/ $57,374)

This figure means that on average for this business group, total compensation includes benefits above the

wages and salary that average approximately 30 percent of the wage/salary base. ,
This average fringe benefit percentage for manufacturing firms of 30 percent could be used as a loglC?’ll

surrogate for the amount of fringe benefits that Ms. Mills would lose as a result of the accident. In tis

sl



CoMPUTING Ec
ONOMIC D
AMAGES 12-15

example, the i
expert s re;

§ reasonably confy et ’
oample he e s th‘_bl-" confident about the quality of company-specific fringe benefit data that
e i t,“,mmud company benefit amount ol 29 percent 1S used in Figure 12.7..
e T cmplorer FICA ‘i“ contribution is included as part of the fringe benefit percentage in this
casefor Mil and s’ cshown s separate ftem i Figure 12.7. The employer's FICA tax contribu-
benefit percentage gures for the Ty A "

tage was not used. ] :

Job Related Expenses

ans case in the earlier part of the chapter be

When employees lose their i
expenses resuiting inec(t)l: :lxi?rl: : :h[j)' not only lose wages and other benefits, but they also avoid job-re l“"?fl.
o only o e S gs .l nion dues, special work clothing or shocs, and job commuting cxpcn‘hc.\v
] By expenes at employees may avoid when they are no longer cmplo)rcd_ T accurately assess
crul economic ages in a job loss case, it may be necessary to estimate the ob-related expenses that
Halp ol)\;el lwdl be able to avoid : ) |
ey Mi il
H isymulti;lf:?g;utﬁ 3 2235;’31168 cach way work, 235 days a year. The round-trip mileage l;)f 50
commuting miles is multiplied baylS e 11,750 il ot e e g e i(l)c
yielding a commuting COStp of $6 glt 58 IR mileaperite of $0.58 [chis amount changes cach yeur (li) o mu"l
{ il $40(’) T5h Ms. Mills also expects to save annual union due's of $282 an ::gslz]:n‘ts
approximately 17 percent of H 1 y Yvo,rk-relmed expenses thus rotal $7,497. This amo-t llzp row at
approximately the same rate ;,fy M.lus, 2019 wages. It is assumed that these eXpEres e %i’uste
spprosimatcly j as Ms. Mills' lost wages. Therefore, the damages for wage losses are ad)
pected work-related expenses that will be avoided with the lost employment.

Adjustment for Unemployment

?n or'der to prepare a realistic mea&?g of lost wages, one must adjust for common variables that can
impair an employee’s ability to work. One of those variables is unemployment- The Economic Report of
th<? PL’CS}ant provides a significant history of unemployment data. To estimate the probability that Ms.
Mills might be unemployed, her expert took a twenty-year average of unemployment statistics for “white
women over the age of 20.” The average for the 20-year period was 5.95 percent. This 20-year period is
used because of Ms. Mills’ 20-year work history with the company. In Figure 12.7, the expert reduced the

present value of each year’s lost wages and benefits by 5.95 percent.

Discounting Values to their Present Value

As with virtually all damage reports, an accountant must discount the estimated future annual damages to
their present value. In this illustration, a 1.95 percent discount factor is used and is based on the average
yields of five-year Treasuries from 2015-2019. This five-year period (2015-2019) is once again used because
of the wage darta supplied above. Experts will use professional judgment in selecting which source to use,
and for what length of time to cover, for computing the present value rate. The plaintiff’ s expert decided
on the commonly used five-year Treasuries, and also used the same time period as the wage growth period
shown earlier. Frequently, experts will disagree on the appropriate discount rate and that will be a point
of contention during the litigation. There are many issues that impact on the selection of an appropriate
discount rate. An extensive discussion of evaluating appropriate discount rates is beyond the scope of this
chapter. It is worth noting, however, that all other things being equal, the higher the discount rate, the
lower the present value of the damage estimate will be, and vice versa.

Adjustment for Expected Worklifq/
Haley Mills stated that, absent the work-related accident, she intended to work until she was 62 years of

would be an additional 12 years of employment after the accident before her intended retire-

age. That
d have worked had it

ment date. Is this 12-year period a reasonable estimate of the time period she woul
not been for the accident that she suffered?

Possibly not, because there are factors that may cause an employee to work some period of time less than
his or her intended retirement date. Health problems, accidents, probability of death, and probability of
being disabled are examples of factors that are incorporated into the U.S. Department of Labor Bureau
of Labor Statistics tables on “\Worklife Estimates: Effects of Race and Education.”

In computing the lost earnings of Haley Mills, the expert used Table A-5 of the Labor Bureau’s report
and found an average «worklife expectancy” of 9.8 years fora 50-year-old white woman who is currently
active in the workforce. Therefore, instead of using Ms. Mills’ stated remaining time in the workforce (until
age 62, or 12 years of lost wages) a period of 9.8 years was used. This figure provides for a fairly conserva-
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tive and defendable estimate of lost earnings because the lower number adj'usts fora varie
may adversely impact the ability of the plaintiff to work throughout her intended remain; At "
A second factor that makes this 9.8 figure a conservative and therefore a defendab]e econg 8 Worl lifh
estimate is that the government’s tables for expected work.life are not very curren, being laStmlc .a'“agi'
1986. The participation of women in the work force has increased significantly since the tab[;ubl,shcd i(\
issued. Therefore, more current statistics may provide a longer cxPected work life thap, the ¢, bts Wep, 1
The 9.8 years of expected work life is reflected in the lost earnings damages schedyle (Fi les shoy,
including only 9.8 years of damage data rather than the 12 years that would have beey, ind, fe ] b
Mills’ statement about her intended retirement age of 62. Therefore, the first nine years in ;}llted y M:
schedule (2020-2028) are full years of employment. Year 10’ lost earnings in the schedyle repie(s!amagt;
enu 80

percent of a full-year earnings amount. .
When all of the factors discussed above are incorporated into the economic damages modg
Mills’ lost earnings, the present value of those lost earnings is $477,193. This figure is the major c; for M;
t component fo, damponep[

of the alleged damages for Haley Mills. There is, however, another significan
d because the injureq aies i

disability cases: the value of the lost household services that may have occurre
no longer able to perform some or all of the duties that the victim was previously able 1o Perform, lf}'u
" Otloy,

the calculation of damages from the loss of household services is discussed.

d duties, Brookshire

'/dst Household Services
accident that causes disabilities that prevent an employee from performing any job-related acq
Vitieg

An
often also causes a decline or elimination of a person’s ability to perform househol
and Smith define the loss of household services as “the value of services provided, not to an emplo
family unit which needs and benefits from th ices.... The val o bu
rather to a family unit which needs and benefits from those services.... The value of these seryice;
now lost, just as were wages and fringe benefits.” They continue, “we logically go to the relevan; markei
to value a service performed within the household (but now lost).... Not only does it seem logical zg
proper to evaluate this element of damages,...it may be a major element of economic logs ™10
There are a number of factors that influence the measurement of the economic damages related 1 the
loss of household services. Several key issues are how many hours of household services we icalle
) h e typicall
provided by the accident victim, how much of the household services has been lost because of the acciden;

and what is the dollar value of those lost services?
Each of these issues, as well as other related issues, may be crucial in estimating accurately the economic
most

damages from lost services. When determining the number of hours of lost household service time,

studies indicate that the sex of the accident victim is important. Although there is some variability of the
data on this issue, many studies have shown that females (whether they are employed outside the home
or not) provided more hours of household services than men. While this phenomenon is typical in mos

families, “the distinction as to who does which services has become blurred,” as more females have entered
ng Economic Damages within Chapeer6

the workforce in recent years, as stated in the book Dezermini

“The Value of Household Services.”!!

When preparing an estimate of economic damages for lost household services, the expert should uscor
ofa number of widely cited and peer-reviewed documents that relate to the issue of the value of household
services. The plaintiff's expert prepared and reported the damages from loss of household services for Ms.
Mills in Figure 12.8. The expert selected one of the commonly cited and utilized studies on m.easuﬂﬂlf-f
the value of household services. The study used by Ms. Mills’ expert was performed by D. Peskin and s
often referred to as the Peskin study.'? In the Peskin study, the average hourly time spent by 2 female jn
household services is measured for females who work full-time outside the home and for those fem C:
who do not work outside the home. As would be expected, females working full-time outside the hor
have less time to spend on household services than those who are not employed ourside the home.
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lety Off
5 acto g
Nainin Ts Flgure 12.8 Projec
-conomg' Work | :t jected Present Value of Lost Household Services
ic 3
g last publi;':‘agcs Projected
he tableg ed iy Paskin's 2.6% 3.4% Prasent Value
the tap, W lag Adjustedto = Adjustment Present of Lost V&
A les sho\ t Peskin's Currant for Wage Value Household
18ure 17 7)1 i Age || 1987 Values Values Growth Factor Services
1 1 N o
rsnnilcited by Ms“ 2020 3 7725 $20,382 $20,382 1.000 56,794
ule rzpi damage, : 2071 A §7725 $20382 520912 0981 56837
ese
80 3 2022 52 §7,725 $20,382 $21,456 0962 56.881
4
€S mode] £, 2023 53 §7,725 $20,382 $22,014 0944 $6,925
ma
nt {’zi EOmp Shet ° =24 4 §7725 520,382 $22,586 0.926 56,969
e injm:(;n 38es in 6 2025 55 s7,717 $20,361 $23,49 0908 §7,006
) perform %aéltz N ’ 2026 36 §7.717 $20,361 $23,751 0891 $7,051
s W,
. 2027 57 s7717 520,361 $24,369 0.874 57,096
o 2028 58 sT77 $20,361 $25,002 0.857 57141
're.lafed aACTiVitjeg L <02 59 $8,759 $23110 $29116 0.840 $8157
:;les' B]rookShire 1 2030 60 $12,928 $34,110 $44,092 0.824 $12116
em
- sefv ?yer, bur 12 2031 61 $12,928 $34,110 $45,238 0.809 $12193
Ces ... is
X . 13 203
: relevant marke, 2 62 $12,928 $34110 $46,414 0793 $12.271
Sefff]‘ logical ang 14 2033 63 $12,928 $34110 $47,621 0.778 $12,349
s,
15 2034 64 $12,928 $34110 $48,859 0.763 $12,428
ges related to the
es were typicall 16 2035 65 $12,605 $33,258 $48,877 0748 $12195
y
e of the acciden, 17 2036 66 $12,605 $33,258 $50,148 0.734 $12,273
— 18 2037 67 $12,605 $33,258 $51,452 0720 $12,351
2 € ec i
| ¥ Fae cconomic 19 2038 68 $12,605 $33,258 $52,789 0706 $12,430
[VICE time, most
variability of the 20 2039 69 $12,605 $33,258 $54,162 0.693 $12,509
utside the home 21 2040 70 $8,975 $23,680 $39,567 0.680 $8,963
s typical in most 2 2041 7 $8,975 $23,680 $40,596 0.667 $9,020
les have entered
thin Chaper 6 23 2042 72 $8,975 $23,680 $41,651 0.654 $9,078
)
24 2043 73 $8,975 $23,680 $42,734 0.641 §9136
t Shoflilld Useh Ofllj 25 2044 74 $8,975 $23,680 $43,845 0.629 $97194
ue of househo
services for Ms 26 2045 75 $6103 $16103 $30,590 0.617 $6,292
s on measuring 27 2046 76 $6,103 $16,103 $31,385 0.605 $6,332
). Peskin and is 28 2047 77 $6,03 $16103 $32,201 0.594 §6.372
n
by a female 0 29 2048 78 $6,103 $16103 $33,038 0,582 §6,413
¢ those females
tside che home 30 2049 79 $6103 $16103 $33,897 0.571 56,454
he home. 31 2050 ot $3,546 $9,356 $20,207 0.560 §3,774
Total Present Value of Lost Household Services ‘ $274.999
*_ _ Note that the estimate of lost household services stops at age 80 in this table. This is done for brevity
and demonstration purposes only, Currently, a woman born in 1970 who is still alive today has a life expectancy
of around 85 years. |
/ The amounts shown in Figure 12.8 in the “Peskin’s 1987 Values” column are the amounts chat the
study showed for the value of household services while employed full time outside the home (the first9.8
years of the damage calculation). In 2030, the model assumes Ms. Mills no longer would be employed
outside the home and the amount of time she would have available to perform houschold services would
12,101
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G : >cause of advancin
therefore increase (absent her injuries of course). In 2040, bec: g age the Study gp
ase (abs .

al would decline. by

her household service potenti A -
The values in the “Peskin’s 1987 Values need to be adjusted [Ejgc)utrrlendt )’c? f'Wage valyes
V u D o - - ” .. » S i
the expert used the U.S. Bureau of Labor Statistics Emplloymcnt 202n lex or Wages and s, crfy,
exp : . 987 dollars in the Peskin Study to 0 labor dollar +, ] gy
service occupations to adjust the 1987 doll: e “Service Occupations” alugg 1118
in this report, which included the index for wage values for p 5" Was used p, 106y,

. «w 2 3 . a
1987 wage values to the current period. Thus, the amounts in the column “Peskin’s Adjusteq to Nst
S vious column values to current wage rate valyes Urren,

Zalues™ are determined by adjusting the pre . : ;
Values™ a Y stment for Wage Growth” column in which the

The next column to the right is the “Adju ' . . . Curre
) . . o i in earnings. This computation adjust Nty,
amounts are adjusted for estimated increases in earning P Justs (grows) the lue

values of the houschold services just as the 1987 wages values were adjusted to the curren, perioduturc
adjustment is done by increasing the value of the holus_ehold (S:[CI(;\:rTiCeI‘-’V?fc:h :Sl?]g the same 2.47 peerhi‘
wage growth provided by the Bureau of Labor Statflsucs .uieand ol werz ;}Pter ff>r the Evangc]en‘
earnings estimates. [The wage growth rate for manufacturing most identic,| i,

. Ver
: < esent value (discount) factor of 1.95 percent based on the 4y, " the
e e 0 2019 used for Figure 2.7 is also used here. €rage yielg

-y reasuries from 2015 t 15
of %ﬁ,}aﬁv{ discussion addresses the issue of “What is the value of Ms. Mills ho.usehold Serviceg”
final issue that must now be addressed is “What is the amount of hotfsehold Service time Mj, Miils[ ¢
because of the accident?” This tough issue typically is not d‘}C expertise of the _ﬁnanciaj EXPpert wir, .
Instead, the financial expert usually must rely on the e of (-)thers. In _thls example, the ﬁnan?i:j
expert met with an occupational therapist who is an expert in e - d}e skills and :?bili[ies ofa Pers,
who has lost some or all of the household or other skills. After meeting with Haley Mills and Perform; f
a number of tests and evaluations, the occupational therapist concluded that Ms. Mills permanen, hng
lost about one third of her ability to perform household services. Based on thfs information, Ms. Mil]aj‘
expert multiplied the present value of each year's lost value of household services by one third, anq the
resulting amounts for each year are shown in the far right-hand column of Figure 12.8. The oy of the

present value of all lost household services is $274,999.

The Economic Damages Report of Haley Mills
When the two loss schedules are completed, the expert is ready to prepare the damages report. The repor
will include a summary of the two schedules that are presented in Figures 12.7 and 12.8. The report sup.

mary could, in part, appear as follows:
Based upon the information provided and other supporting information listed below,
it is my opinion that Ms. Haley Mills suffered damages of $752,192 as the result of this
work accident. The calculations of these damages are presented in Figures 12.7 and 12.8.

Figure 12.7 shows the present value of the expected lost earnings and fringe benefits to
Ms. Mills on the amount of $477,193. In addition to the amount of damages suffered
by Ms. Mills for lost earnings and benefits, she and her husband also suffered damages
for lost household services in the amount of $274,999, as shown in Figure 12.8. Below
are the assumptions and facts upon which I based my calculation of economic damages

for Haley Mills.

Assumptions and facts used in my opinion:

Haley Mills’ birth date is January 4, 1970.

The accident occurred on January 3, 2020.

Ms. Mills has a high school diploma.

Ms. Mills was a full-time employee at C&C Manufacturing Company.

Ms. Mills intended to work until the age of 62. .
As a result of the accident, Ms. Mills lost one third of her ability to perform her normal domes™

household services. Yields
s . rYIC
The interest rates used to discount cash flows to the present are presented in the U.S. Treasury

® Post-injury earning capacity: None.
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Facts Ascertained from Re:
Age as of Janvary 2
Work life expect.
Average

search:

1
v 202 1 :
» Ny |.‘-(,‘r\llu date of the accident: 50.0 years,
ANCY Of a A » v
r annual Increase O-year old white female: 9.8 years remaining,
®m Fringe benefiey e wages for the plaintff from 2015 1o 2019: 247
= n“\\i\nL\\ Sasa PCTCL‘IH.IgC ﬂ‘- \\’.lg("»' 2904,
O “-“ \_' e e n - N - -

o Averng \5\= iLI\SL\\S.L\ A percentage of 2019 carnings: 17%

age vield on S-ye; RN o ' % _

- year United States Treasury securities from 2015 to 2019: 1.95%.

Of course, tf
se, the actual expert's : , . ‘
ual expert’s report will contain a complete description o the experts assumprions,

caleulations, data sourc

s, data so e ¢ oo s

of the expert re mn“.lﬁ“' and other salient factors that related to the research, development. and preparation

that he or she ftcl + The expert also will provide whatever supporting materials and persuasive arguments
appropriate to produce a complete professional expert report.

CONCLUSION

Sféi;n&?;li5:0::(;“;;:3;“‘“8?5 f(}r‘ wrongful .contr:lcl.tcrmin.uion‘ wrongful disch.ar;_:c. pc.rmn.Jl injury,
shiae t;’pically in;pact the erPLS ot Issucs rcqulrcs'spccml knufvlcldgc and understanding ot t.hmc f;lcmr-,
Fthe Ercrom thiviog easurement of cconomic damages. This d_mptcr presents an overview of many
9 The issues coitsilcr{ler:(jr;cc ﬁn expert’s evaluation and calculation of damages in such dl:sputcs. o
i n this chapter often are complex and comprchensive. The facts in each situation
dicrate what the expert must evaluate and how the expert should app roach the measurement of economic
damages. When faced with an actual dispute, one must delve into the various issues presented in this

chaprer to achieve a better working knowledge of the relevant issues related to the case at hand. In some
cases, the issues can become extremely complex.
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EXERCISES

1. What makes measuring damages in personal cases
different from the cases described in Chapter 107

2. What are some of the characteristics of a victimin a
personal injury case that might impact on the calcu-
lation of economic damages?

3. Since typically both the plaintiff’s and the defen-

dant's experts start their estimation of damages
with the plaintiff's actual wages data, how can they
come to different conclusions about the amounts of
wage loss damages?

What are commonly used components when mea-
suring economic damages in a wrongful discharge
case? Describe each component and explain why it
should be used in the damage calculation.

What are fringe benefits? What are common com-
ponents of fringe benefits?

Should fringe benefits be used in the computation
of economic damages in a wrongful discharge case?
Why or why not?
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